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52.215-22 Limitations on Pass-
Through Charges—Identification of
Subcontract Effort.

As prescribed in 15.408(n)(1), use the
following provision:

LIMITATIONS ON PASS-THROUGH CHARGES—
IDENTIFICATION OF SUBCONTRACT EFFORT
(OCT 2009)

(a) Definitions. Added value, excessive pass-
through charge, subcontract, and subcon-
tractor, as used in this provision, are defined
in the clause of this solicitation entitled
“Limitations on Pass-Through Charges”
(FAR 52.215-23).

(b) General. The offeror’s proposal shall ex-
clude excessive pass-through charges.

(c) Performance of work by the Contractor or
a subcontractor. (1) The offeror shall identify
in its proposal the total cost of the work to
be performed by the offeror, and the total
cost of the work to be performed by each
subcontractor, under the contract, task
order, or delivery order.

(2) If the offeror intends to subcontract
more than 70 percent of the total cost of
work to be performed under the contract,
task order, or delivery order, the offeror
shall identify in its proposal—

(i) The amount of the offeror’s indirect
costs and profit/fee applicable to the work to
be performed by the subcontractor(s); and

(ii) A description of the added value pro-
vided by the offeror as related to the work to
be performed by the subcontractor(s).

(3) If any subcontractor proposed under the
contract, task order, or delivery order in-
tends to subcontract to a lower-tier subcon-
tractor more than 70 percent of the total
cost of work to be performed under its sub-
contract, the offeror shall identify in its pro-
posal—

(i) The amount of the subcontractor’s indi-
rect costs and profit/fee applicable to the
work to be performed by the lower-tier sub-
contractor(s); and

(ii) A description of the added value pro-
vided by the subcontractor as related to the
work to be performed by the lower-tier sub-
contractor(s).

(End of provision)

[74 FR 52855, Oct. 14, 2009]

52.215-23 Limitations on Pass-
Through Charges.
As prescribed in 15.408(n)(2), use the
following clause:

LIMITATIONS ON PASS-THROUGH CHARGES
(JUN 2020)

(a) Definitions. As used in this clause—
Added value means that the Contractor
performs subcontract management functions

52.215-23

that the Contracting Officer determines are
a benefit to the Government (e.g., processing
orders of parts or services, maintaining in-
ventory, reducing delivery lead times, man-
aging multiple sources for contract require-
ments, coordinating deliveries, performing
quality assurance functions).

Ezxcessive pass-through charge, with respect
to a Contractor or subcontractor that adds
no or negligible value to a contract or sub-
contract, means a charge to the Government
by the Contractor or subcontractor that is
for indirect costs or profit/fee on work per-
formed by a subcontractor (other than
charges for the costs of managing sub-
contracts and any applicable indirect costs
and associated profit/fee based on such
costs).

No or negligible value means the Contractor
or subcontractor cannot demonstrate to the
Contracting Officer that its effort added
value to the contract or subcontract in ac-
complishing the work performed under the
contract (including task or delivery orders).

Subcontract means any contract, as defined
in Federal Acquisition Regulation (FAR)
2.101, entered into by a subcontractor to fur-
nish supplies or services for performance of
the contract or a subcontract. It includes
but is not limited to purchase orders, and
changes and modifications to purchase or-
ders.

Subcontractor, as defined in FAR 44.101,
means any supplier, distributor, vendor, or
firm that furnishes supplies or services to or
for a prime Contractor or another subcon-
tractor.

(b) General. The Government will not pay
excessive pass-through charges. The Con-
tracting Officer shall determine if excessive
pass-through charges exist.

(c) Reporting. Required reporting of per-
formance of work by the Contractor or a sub-
contractor. The Contractor shall notify the
Contracting Officer in writing if—

(1) The Contractor changes the amount of
subcontract effort after award such that it
exceeds 70 percent of the total cost of work
to be performed under the contract, task
order, or delivery order. The notification
shall identify the revised cost of the sub-
contract effort and shall include verification
that the Contractor will provide added value;
or

(2) Any subcontractor changes the amount
of lower-tier subcontractor effort after
award such that it exceeds 70 percent of the
total cost of the work to be performed under
its subcontract. The notification shall iden-
tify the revised cost of the subcontract effort
and shall include verification that the sub-
contractor will provide added value as re-
lated to the work to be performed by the
lower-tier subcontractor(s).
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52.215-24—52.215-42

(d) Recovery of excessive pass-through
charges. If the Contracting Officer deter-
mines that excessive pass-through charges
exist;

(1) For other than fixed-price contracts,
the excessive pass-through charges are unal-
lowable in accordance with the provisions in
FAR subpart 31.2; and

(2) For applicable DoD fixed-price con-
tracts, as identified in 15.408(n)(2)(1)(B), the
Government shall be entitled to a price re-
duction for the amount of excessive pass-
through charges included in the contract
price.

(e) Access to records. (1) The Contracting Of-
ficer, or authorized representative, shall
have the right to examine and audit all the
Contractor’s records (as defined at FAR
52.215-2(a)) necessary to determine whether
the Contractor proposed, billed, or claimed
excessive pass-through charges.

(2) For those subcontracts to which para-
graph (f) of this clause applies, the Con-
tracting Officer, or authorized representa-
tive, shall have the right to examine and
audit all the subcontractor’s records (as de-
fined at FAR 52.215-2(a)) necessary to deter-
mine whether the subcontractor proposed,
billed, or claimed excessive pass-through
charges.

(f) Subcontracts. The Contractor shall in-
sert the substance of this clause, including
this paragraph (f), in all cost-reimbursement
subcontracts under this contract that exceed
the simplified acquisition threshold, as de-
fined in FAR 2.101 on the date of subcontract
award, except if the contract is with DoD,
then insert in all cost-reimbursement sub-
contracts and fixed-price subcontracts, ex-
cept those identified in FAR
15.408(n)(2)(1)(B)(2), that exceed the threshold
for obtaining cost or pricing data in FAR
15.403-4(a)(1) on the date of subcontract
award.

(End of clause)

Alternate I (OCT 2009). As prescribed
in 15.408(n)(2)(iii), substitute the fol-
lowing paragraph (b) for paragraph (b)
of the basic clause:

(b) General. The Government will not pay
excessive pass-through charges. The Con-
tracting Officer has determined that there
will be no excessive pass-through charges,
provided the Contractor performs the dis-
closed value-added functions.

[74 FR 52855, Oct. 14, 2009, as amended at 85
FR 27095, May 6, 2020]

48 CFR Ch. 1 (10-1-20 Edition)

52.215-24—52.215-42 [Reserved]

52.216-1 Type of Contract.

As prescribed in 16.105, complete and
insert the following provision:

TYPE OF CONTRACT (APR 1984)

The Government contemplates award of a
[Contracting Officer insert specific type
of contract] contract resulting from this so-
licitation.

(End of provision)

[48 FR 42478, Sept. 19, 1983, as amended at 60
FR 34761, July 3, 1995]

52.216-2 Economic Price Adjustment—
Standard Supplies.

As prescribed in 16.203-4(a), insert the
following clause. The clause may be
modified by increasing the 10 percent
limit on aggregate increases specified
in subparagraph (c)(1), upon approval
by the chief of the contracting office.

EcoNOoMIC PRICE ADJUSTMENT—STANDARD
SUPPLIES (JAN 1997)

(a) The Contractor warrants that the unit
price stated in the Schedule for ____ [offeror
insert Schedule line item number] is not in ex-
cess of the Contractor’s applicable estab-
lished price in effect on the contract date for
like quantities of the same item. The term
unit price excludes any part of the price di-
rectly resulting from requirements for pres-
ervation, packaging, or packing beyond
standard commercial practice. The term es-
tablished price means a price that (1) is an es-
tablished catalog or market price for a com-
mercial item sold in substantial quantities
to the general public, and (2) is the net price
after applying any standard trade discounts
offered by the Contractor.

(b) The Contractor shall promptly notify
the Contracting Officer of the amount and
effective date of each decrease in any appli-
cable established price. Each corresponding
contract unit price shall be decreased by the
same percentage that the established price is
decreased. The decrease shall apply to those
items delivered on and after the effective
date of the decrease in the Contractor’s es-
tablished price, and this contract shall be
modified accordingly.

(c) If the Contractor’s applicable estab-
lished price is increased after the contract
date, the corresponding contract unit price
shall be increased, upon the Contractor’s
written request to the Contracting Officer,
by the same percentage that the established
price is increased, and the contract shall be
modified accordingly, subject to the fol-
lowing limitations:
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